David Heindel

From: Chuck Fancher [fancherco@msn.com]
Sent: Tuesday, December 15, 2009 4:18 PM
To: David Heindel; Natefishkin@aol.com
Subject: Development Proposal

David, it was a pleasure speaking with you about Downtown Morgan Hill. It is impressive how much the City has
accomplished in pre-development towards setting the stage for its new town center. Based on the information provided by
the City on its web site, Nate and | feel that the project is on the right course in seeking to provide an organic, resident-
friendly mix of services, restaurants, retail and entertainment, in concert with significantly denser housing, at this transit
hub. The current and projected demographics appear to support the viability of this undertaking. We are thinking that a
more thematic approach may be warranted, but that would warrant further investigation and discussion.

Nate and | are experienced in creating such special places and interested in working with the City to carry forward and
complete its vision. Based on our work in the region, particularly Santana Row and Millbrae, we understand its aesthetics
and see this project sharing the charm and character of places such as Main Street Los Gatos, Saratoga Avenue and
Menlo Park. Also, we maintain a strong professional support network in San Francisco and the South Bay.

Due to the current upheaval in the financial markets, slow down in tenant expansion and our recent involvement in two
similar projects in which we invested significant time, money and resources only to see the projects suspended because
of the economy, we feel that the RFQ process is not suitable for us. Instead, we propose that the City hire F+F
Development on a fee basis. F+F would work with the City, using City funds and credit, to build Lot A and others as
leasing and financing allows. The City would participate in the development as a partner, a position in which we think that
you will arrive regardless of your approach. We would establish baseline pro forma investment returns and F+F

could earn additional compensation if we better expectations. If the City were to ultimately opt not to stand in as a
developer partner, we will work to find other qualified companies to buy and develop the properties. Down the road, as
capital markets return, F+F could eventually be a buyer/developer, but not presently. Given the current state of the
markets, we suggest that the City may be best served by proceeding as we are proposing.

Brower Miller & Cole will be forwarding a digital summary of our experience. We appreciate the opportunity to present this
proposal and we are available to discuss it in person with you and members of the Council.

Thank you and best wishes, CHUCK FANCHER

Charles E. Fancher, Jr.
(949) 509-6595

4199 Campus Drive, Ste 550, Irvine, CA 92612
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